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Attorneys for Cerbat Water Company, I 

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 
GARY PIERCE, CHAIRMAN 
PAUL NEWMAN 
SANDRA D. KENNEDY 
BOB STUMP 
BRENDA BURNS 

IN THE MATTER OF THE 
APPLICATION OF CERBAT WATER 
COMPANY FOR A RATE INCREASE. 

DOCKET NO. W-0239 1A- 10-02 1 8 

MOTION FOR AN EXTENSION OF 
TIME TO FILE COMMENTS TO 

STAFF REPORT 

The Cerbat Water Company (“Company”) hereby files comments to the Staff 

Report in this matter. The Company fundamentally disagrees with Staffs 

:ecommendation that after 10 years, the rates for the average customer should increase 

less than 2%. Moreover, the Company and its owner, the Claude K. Neal Family Trust 

:“Trust”) has made substantial expenditures recently that are not being recovered under 

Staffs recommendation. In fact, even though Staff argues that its recommendation will 

increase Company revenues to $125,391, this does not even meet the Compnay’s test 

jear operating expenses of $136,633. In other words, unless the Company’s expenses 
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drop approximately lo%, which defies ogic, the Company will not be able to pay its 

expenses. Therefore, the Company requests that the court adopt its proposed rates, with 

the proposed Company adjustment set forth in this pleading. 

Plant in Service 

The Company disagrees with Staff Adjustments A and B. In Adjustment A, Staff 

decreases plant in service by $338,741 because (1) the plant was invoiced to the Trust 

and not Cerbat; and, 2) Staff found no evidence that the plant additions were acquired for 

the benefit of the customers. See Staff Report p. 6. 

First, simply because the Trust, which owns and manages the Company, was 

invoiced does not justi@ removing the plant. The Trust is an equity holder and it built 

the plant and transferred the plant to Cerbat in exchange for equity. More importantly, 

the Trust has a management contract that allows it to make plant improvements and 

repairs and the Company is responsible for the costs of such repairs and improvements sc 

long as the direct costs are supported by invoices. See Attachment I ,  Management 

Agreement, p. 2-3,y 2-4. 

Second, the plant was acquired to benefit the customers. As the engineering repor 

demonstrates, the water system does not serve anyone but the Cerbat customers. Staff 

was able to discern that the invoices addressed transmission and distribution mains as 

well as meters and hydrants. 

Unless Staff can show that this plant is not used and useful and providing service 

to the customers, Adjustment A should be rejected. Accordingly, Adjustment B should 

also be rejected because it is simply a depreciation “flow-through’’ based upon 
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Adjustment A. The court should adopt the Company’s plant in service and depreciation 

schedules. 

Repairs and Maintenance Expense 

The Company also disagrees with Staff Adjustment C. Here, Staff eliminates 

$43,249 spent to repair the one Trust well that serves Cerbat. Staff claims that Cerbat is 

not responsible for maintaining the Trust well. Under the Management Agreement, the 

Company is responsible for these expenses. See Attachment 1, Management Agreement, 

p. 2-3, T[ 2-4. In fact, the Management Agreement specifically states Cerbat is 

responsible for “all costs, expenses and capital improvements . . . including . , . (E) 

Replacement of and repairs to the water system . . . (F) All plant additions and 

improvements.. . .” See id. at p. 4,T[4. Clearly, Cerbat is responsible for the costs to 

repair the well and the Company should be allowed to recover these costs in rates. 

The Company recently has incurred more expenses to keep the well operating. 

As supported by the invoices set forth in Attachments 2 and 3, Cerbat has incurred 

$85,126.62 to make necessary repairs to this well. The Company therefore seeks to 

amend its original position, and increase the Category 620 Repairs and Maintenance from 

$53,830 to $95,707.62 based upon the additional expenses described above. The 

Company further believes that the $95,707.62 should be pro-rated over three years (when 

its next rate case is due as recommended by Staff), so the annualized rate case operating 

expense is $3 1,902.54. 
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icquisition of Trust Assets 

Staff recommends that Cerbat acquire all water system assets necessary to provide 

;ervice to the customers. The Company has agreed to acquire the assets and the Trust ha: 

igreed to the transfer the assets to the Company for fair market value. The Trust is 

willing to finance the acquisition as well. Provided the Commission approves the 

mpending finance application, the transfer should occur. 

RESPECTFULLY SUBMITTED this 22"d day of February, 20 1 1. 

MOYES SELLERS LTD. 

Attorneys for Cerbat Water Company, Inc. 

3riginal and 13 copies filed 
;his 22nd day of February, 20 1 1 with: 

3ocket Control 
4rizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Zopy of the foregoing mailed 
rhis 22nd day of February, 201 1 to: 

Kimberly A. Ruht, Legal Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 
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ATTACHMENT 2 
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350HP REBUILT MOTOR 

CHANGE HEADSHAFT TO OTOR 

TO STARTER 

/LABOR 
 MATERIALS 3,733.00 I 



ATTACHMENT3 
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and build motor bushing 
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_ . . . . . . . . . , . . . . . . . . .  $ 331 .19 

$ 21,575.19 


